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Graham Capital Management

Graham Capital Management is a hedge fund specializing in liquid diversifying investment 

strategies, focusing on trend following/CTA, systematic and discretionary macro

$22.6B
Total firm assets under 

management

$11.0B
Quantitative strategy 

assets

$11.6B
Discretionary strategy 

assets

250+
People across 4 offices, 

including over 100 

investment professionals

Graham has been doing what we do for over 30 years for pension plans large and small, across 

corporate, public sector and state level. 
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Overview

Graham Capital is unusual in that it is a hedge fund focused on very liquid, highly diversifying 

strategies—whether quantitative or discretionary.

I’m a bit unusual as well, having worked as a finance academic, an allocator, and an investment 

consultant before joining Graham 10 years ago.

In this talk, I’ll draw on my background and Graham’s expertise to explore why many asset 

owners’ portfolios are less diversified than they once were—and what can be done about it.
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Feeling Underdiversified?

In recent years, the effectiveness of an equity/bond core has diminished.

• It’s not just that equity/bond is performance diminishing (by almost 1/3), but:

• Equities and bonds are getting notably positively correlated (correlation increasing by over 2.5x).

• Equity/bond volatility is increasing dramatically (annualized volatility shooting from 8% to 11%).

   

   

 

48%
Decline in 

Sharpe Ratio

Remember, even if returns and volatilities of equities 

and bonds held firm from decades past, the Sharpe 

ratio would still drop (by almost 10%) purely due to the 

increase in equity/bond correlation.  

Data based on performance period from Jan-95 to Dec-19 and from Jan-20 to present. 

Equities and bonds are represented by the MSCI World Index and the Bloomberg Global Aggregate Index, respectively.

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. WITH THE OPPORTUNITY FOR PROFIT COMES THE POTENTIAL FOR LOSS. 

Characteristics of a 50/50 Equity/Bond Portfolio: Now vs Then

Time Period Return over Cash Volatility Sharpe Ratio Correlation

Jan-95 to Dec-19 4.24% 8.34% 0.51 0.24

Jan-20 to Feb-26 2.89% 11.03% 0.26 0.62

% Change -11% 32% -48% 161%
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Feeling Underdiversified?

Monthly change in MSCI All Country World index (%) vs change in Bloomberg Aggregate bond index (%)
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Asset owners are being forced to act to modify their portfolios, just to get back to the pre-2020 

state of portfolio efficiency and diversification.

• Portfolio diversification must be increased and return must be enhanced, just to get back to ‘normal’.

• Few have the option to do nothing.

• What are the options for diversification?

Can This Be Fixed?

PRIVATE MARKETS (e.g., Private Equity, Real Estate, Infrastructure)

Everyone ‘maxed out’ on illiquidity risk and, anyway, many don’t like the outlook so much these days.

TACTICAL ASSET ALLOCATION and other active core strategies

If equities and bonds are selling off together, there’s nowhere to hide (and these strategies tend not to be nimble).

DIVERSIFYING ASSET CLASSES (e.g., Crypto, Gold, Broader Commodities)

Not always diversifying, e.g., gold last month, March 2020, and Oct/Nov 2008.

OPTIONS STRATEGIES (e.g., put overlays)

Requires specialist expertise, active rebalancing, and a specialist structure, often making it a drag on performance.

HEDGE FUNDS AND LIQUID ALTERNATIVES

Not all hedge fund strategies are truly diversifying to the downside and there are issues of cost, transparency, and  

benchmarking. 
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When it comes to diversification, not all hedge funds are equal

• Especially in big market downturns when you need diversification most

Focus on Hedge Funds

Using monthly returns from July 1999 – December 2025.

Index data is based on net performance of each respective HFRI Index from July 1999 to present, with the exception of the HFRI Trend Following Index and the HFRI Credit Index, 

which commenced in January 2008. 

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. PLEASE REFER TO IMPORTANT DISCLOSURES AT THE END OF THIS DOCUMENT.
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Trend Following Strategies

• Trend following strategies seek to profit from up- and down-trends in financial and commodities 

markets, usually in a systematic manner (i.e., algorithms not judgement)

• Long positions in upwardly trending markets, short positions in downwardly trending markets

• Although this sounds simplistic, many trend-followers use advanced signal processing and statistical 

techniques to extract signal from noise 
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Trend Following Strategies

There is a considerable body of academic research that suggests why markets may trend:



CGC

2026 Graham Capital Management  10 Graham Capital Management  10 

-6%

-4%

-2%

0%

2%

4%

6%

8%

10%

-25% -20% -15% -10% -5% 0% 5% 10% 15% 20% 25%

Q
u

a
rte

rly
 R

e
tu

rn

Trend Following Strategies

HFRI Trend-Following Directional Index

MSCI World Index

Trend Index Convexity vs Global Equities 
(Jan-08 to Dec-25)

PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. PLEASE REFER TO IMPORTANT DISCLOSURES AT THE END OF THIS DOCUMENT.
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Macro Strategies

• Macro (or global macro) is an alternative 

investment strategy that seeks to profit from 

the impact of the macroeconomy and 

geopolitics on global markets.

• Trading is dynamic, with trading themes 

typically ranging from days to weeks and 

tends to focus on trading very liquid markets 

such as equity indices, government bond 

markets, commodity futures and FX.

• The nimble nature of the strategy means that 

positions can quickly adapt as new 

fundamental data and big news events 

moves markets.

• This strategy is as likely to make money from 

falling markets as it is rising ones.  

Economic Landscape

(interest rates, inflation, GDP...)

Environmental Forces

(weather, natural resources...)

Market Events 
(corporate actions, disruptive tech...)

Market Structure 

(market liquidity, volatility...) 

Geopolitical Dynamics

     (international trade, government policy, etc.)

Demographics/Socioeconomic Factors 

(labor conditions, cultural forces...)

Macro Trading Drivers
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Macro Strategies: Core Trading Approaches

Time

P
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New Information

Persistent Price Moves

Reverting Market

Carry
Fundamental

Trend

Value / 

Reversion

Range-Bound Markets
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Macro Strategies: What Data Drives Decisions?

• GDP

• CPI

• Unemployment

• Money Supply

• Output Gap

• Weather

• Inventory Balances

• Transportation Index

• Supply and Demand Ratios

Consumption

ImportsInventory

PMI CPI

GDP

Unemployment

Weather
Money Supply

• Yield Curve / Interest Rates

• Terms of Trade

• Consumption

• Short Interest Positions

Examples of Fundamental Data that Drives Macro Decisions

• Speculator Market Positioning 

Reports

• Options Market Data

• Income and Wages

• Open Interest

• Imports/Exports

• PMIs

• Retail Sales

• Consensus Estimates
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Where’s the Catch?

Consistency Fees Complexity

Fund selection Benchmarking
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Taking Things Further

“Every problem is an opportunity in disguise”

• Some asset owners are addressing the diminished benefit of the equity/bond core in their 

portfolio by adding a new layer of liquid diversifying strategies.

• The benefit here is it may also give them the opportunity to address other portfolio issues at 

the same time. For example:

• Using liquid diversifying strategies to help with TAA.

• Using liquid diversifying strategies to mitigate crisis risk.

• Using liquid diversifying strategies to act as a completion fund to better balance their portfolios.

• Capital efficiency through margining, overlay or portable alpha.

• Or just improve diversification, efficiency and hence portfolio Sharpe ratio and returns.
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Example: Custom Engineered Crisis Resilience

Custom-built crisis 

diversifiers constructed to 

complement clients’ 

existing portfolios

Variety of US 

State Plans

A number of US State Pension Plans were seeking to improve the efficacy of 

their crisis risk protection given the widely held fear of bonds being less 

diversifying going forward.  In particular, improved consistency of crisis 

diversification was needed.

The clients shared their anonymized portfolio data with us to allow us to 

create custom built diversifiers specific to each portfolio.

We then conducted analyses on what the best enhancing combination of 

strategies would be, specific to each client’s individual portfolio.

Clients were then presented with a variety of options, allowing them to 

choose the best balance for their individual objectives between the 

magnitude of crisis return, the consistency of crisis return and the 

magnitude of long run return.

Such solutions implemented long volatility and long options portfolios 

and/or optimized portfolios of defensive assets, as well as building block 

active strategies and strands, all actively managed as a single solution for 

each client.

For clients seeking such a solution, this may be run as a margin funded 

overlay or a standalone portfolio holding.

CASE STUDY

CLIENT

OBJECTIVE

SOLUTION
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Conclusions

Core portfolios are underdelivering: excess returns are lower, and volatility is higher, due in part to bonds 

no longer being the diversifiers they once were. 

Many asset owners think things aren’t going to change and are looking to sure up their portfolios by 

adding more diversifiers.

Hedge funds are often seen to be useful portfolio diversifiers, but some are more useful than others, 

especially when markets fall. 

Macro and trend-following strategies seem to do that job well, but it is important to get the right fit. 
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INDEX DEFINITIONS

Graham’s strategies do not have formal benchmarks. However, the below are widely used hedge fund, fixed income and equity market indices that have been selected for comparison 
purposes only.  Indices are unmanaged, and one cannot invest directly in an index.  Except for HFR indices, which do reflect fees and expenses, the indices do not reflect any fees, expenses or 
sales charges.  Unlike most asset class indices, hedge fund indices included in this presentation have limitations, which should be considered in connection with their use in this presentation.  
These limitations include survivorship bias (the returns of the indices may not be representative of all the hedge funds in the universe because of the tendency of lower performing funds to 
leave the index); heterogeneity (not all hedge funds are alike or comparable to one another, and the index may not accurately reflect the performance of a described style); and limited data 
(many hedge funds do not report to indices, and the index may omit funds which could significantly affect the performance shown; these indices are based on information self-reported by 
hedge fund managers which may decide at any time whether or not they want to continue to provide information to the index).  These indices may not be complete or accurate 
representations of the hedge fund universe, and may be affected by the biases described above. 

HFRI CREDIT INDEX: HFRI Credit Index is a composite index of strategies trading primarily in credit markets. It is an aggregation of following 7 HFRI substrategy indices. HFRI ED: Credit 
Arbitrage Index, HFRI ED: Distressed/Restructuring Index, HFRI ED: Multi-Strategy Index, HFRI RV: Fixed Income-Asset Backed Index, HFRI RV: Fixed Income-Convertible Arbitrage Index, HFRI 
RV: Fixed Income-Corporate Index, and HFRI RV: Multi-Strategy Index.

HFRI EMERGING MARKETS INDEX: The HFRI Emerging Markets Index is a sub-index of the HFRI Fund Weighted Composite Index and is a composite index comprised of Investment Managers 
who invest, primarily long, in securities of companies or the sovereign debt of developing or ’emerging’ countries. 

HFRI EVENT-DRIVEN INDEX: The HFRI Event-Driven Index is a sub-index of the HFRI Fund Weighted Composite Index and is a composite index comprised of Investment Managers who 
maintain positions in companies currently or prospectively involved in corporate transactions of a wide variety including but not limited to mergers, restructurings, financial distress, tender 
offers, shareholder buybacks, debt exchanges, security issuance or other capital structure adjustments. 

HFRI EQUITY HEDGE INDEX: The HFRI Equity Hedge Index is a sub-index of the HFRI Fund Weighted Composite Index and is a composite index comprised of Investment Managers who 
maintain positions both long and short in primarily equity and equity derivative securities. 

HFRI HEDGE FUND INDEX: The HFRI Fund Weighted Composite Index is an equal-weighted index that includes over 2000 constituent funds which have at least $50M under management or 
have been actively traded for at least 12 months. There are no fund of funds included in this index. All funds are reported in USD and returns are reported net of all fees on a monthly basis. 
Individuals cannot invest directly into this index.

HFRI MACRO INDEX: The HFRI Macro Index is a sub-index of the HFRI Fund Weighted Composite Index and is a composite index of over 900 Investment Managers which trade a broad range 
of strategies in which the investment process is predicated on movements in underlying economic variables and the impact these have on equity, fixed income, hard currency and commodity 
markets.

HFRI RELATIVE VALUE INDEX: The HFRI Relative Value Index is a sub-index of the HFRI Fund Weighted Composite Index and is a composite index comprised of Investment Managers who 
maintain positions in which the investment thesis is predicated on realization of a valuation discrepancy in the relationship between multiple securities. 

HFRI TREND FOLLOWING DIRECTIONAL INDEX: The HFRI Trend Following Directional Index is a global, equal-weighted index of single-manager funds that report to the HFR Database. The 
HFRI Trend Following Directional Index is comprised of funds that employ trend following strategies such as Macro: Currency – Systematic, Macro: Systematic Diversified, certain Macro: Multi-
Strategy funds and other Macro funds that utilize, to some degree, trend following.

MSCI WORLD INDEX: A market cap weighted stock market index of 1,652 global stocks and is used as a common benchmark for 'world' or 'global' stock funds. The index includes a collection 
of stocks of all the developed markets in the world, as defined by MSCI. The index includes securities from 23 countries but excludes stocks from emerging and frontier economies. 

SG MACRO TRADING INDEX: The SG Macro Trading Index is designed to represent the performance of global macro hedge fund managers who trade across global fixed income, currency, 
equity, and commodity markets based on macroeconomic and geopolitical themes. The index includes both discretionary and quantitative macro strategies. Managers must meet eligibility 
criteria established by Société Générale, including minimum assets under management requirements and a demonstrated focus on macro trading strategies. The index is equally weighted, 
rebalanced monthly, and reconstituted quarterly.

SG MACRO TRADING INDEX (DISCRETIONARY): is a subset of the SG Macro Trading Index and is designed to represent global macro managers who typically employ top-down fundamental 
research to forecast the effect of global macroeconomic and political events on the valuation of financial instruments. These strategies comprise programs in which investment decisions are 
made on a discretionary basis. Managers must meet the following criteria: Manager must trade predominantly a global macro strategy (as determined by SG); Firm AUM must be greater than 
$30 million. The SG Macro Trading Index is equally weighted, rebalanced monthly, and reconstituted quarterly.

SG MACRO TRADING INDEX (QUANTITATIVE): The SG Macro Trading Index (Quantitative) is a subset of the SG Macro Trading Index and is designed to represent global macro managers who 
primarily employ systematic and quantitative investment processes. These managers utilize mathematical models, statistical techniques, and algorithmic trading systems to identify 
macroeconomic trends and establish directional positions across global asset classes. Programs included in the index rely predominantly on systematic signals rather than discretionary 
decision-making. Managers must meet eligibility criteria established by Société Générale, including minimum assets under management requirements. The index is equally weighted, 
rebalanced monthly, and reconstituted quarterly.

Disclosure
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IMPORTANT INFORMATION

Source of data: Graham Capital Management (“Graham”), unless otherwise stated

Date of data: All information is presented as of the date listed at the front of this document unless otherwise stated. A reference to “currently” means as of the date on the front of the 

document. The funds managed by Graham are only suitable for sophisticated investors who are aware of the risks of investing in hedge funds.

This  document is neither an offer to sell nor a solicitation of any offer to buy shares in any fund managed by Graham and should not be relied on in making any investment decision. Any 

offering is made only pursuant to the relevant prospectus, together with the current financial statements of the relevant fund and the relevant subscription documents all of which must be 

read in their entirety. No offer to purchase shares will be made or accepted prior to receipt by the offeree of these documents and the completion of all appropriate documentation. The 

shares have not and will not be registered for sale, and there will be no public offering of the shares. No offer to sell (or solicitation of an offer to buy) will be made in any jurisdiction in 

which such offer or solicitation would be unlawful. No representation is given that any statements made in this document are correct or that objectives will be achieved. This document may 

contain opinions of Graham and such opinions are subject to change without notice. Information provided about positions, if any, and attributable performance is intended to provide a 

balanced commentary, with examples of both profitable and loss-making positions, however this cannot be guaranteed. 

It should not be assumed that investments that are described herein will be profitable. Nothing described herein is intended to imply that an investment in the fund is safe, conservative, risk 

free or risk averse. An investment in funds managed by Graham entails substantial risks and a prospective investor should carefully consider the  summary of risk factors included in the 

Private Offering Memorandum entitled “Risk Factors” in determining whether an investment in the Fund is suitable. This investment does not consider the specific investment objective, 

financial situation or particular needs of any investor and an investment in the funds managed by Graham is not suitable for all investors. Prospective investors should not rely upon this 

document for tax, accounting or legal advice. Prospective investors should consult their own tax, legal accounting or other advisors about the issues discussed herein. Investors are also 

reminded that past performance should not be seen as an indication of future performance and that they might not get back the amount that they originally invested. The price of shares of 

the funds managed by Graham can go down as well as up and be affected by changes in rates of exchange. No recommendation is made positive or otherwise regarding individual 

securities mentioned herein. 

This presentation includes statements that may constitute forward-looking statements. These statements may be identified by words such as "expects," "looks forward to," "anticipates," 

"intends," "plans," "believes," "seeks," "estimates," "will," "project" or words of similar meaning. In addition, our representatives may from time to time make oral forward-looking statements. 

Such statements are based on the current expectations and certain assumptions of Graham’s management, and are, therefore, subject to certain risks and uncertainties. A variety of factors, 

many of which are beyond Graham’s control, affect the operations, performance, business strategy and results of the accounts that it manages and could cause the actual results, 

performance or achievements of such accounts to be materially different from any future results, performance or achievements that may be expressed or implied by such forward-looking 

statements or anticipated on the basis of historical trends. 

This document has been prepared solely for information purposes and is not an offering memorandum nor any other kind of an offer to buy or sell or a solicitation of an offer to buy or sell 

any security, instrument or investment product or to participate in any particular trading strategy.  It is not intended and should not be taken as any form of advertising, recommendation, 

investment advice or invitation to trade.  This information is confidential and for the use of the intended recipients only. The distribution of this document in Canada is restricted to 

recipients in certain Canadian jurisdictions only who are qualified “permitted clients” for purposes of NI 31-103 and “accredited investors” for purposes of NI 45-106. It may not be 

reproduced, redistributed or copied in whole or in part for any purpose without prior written consent.

The information contained in this document is strictly confidential and is intended only for use of the individual to whom Graham has provided the document.

Tables, charts and commentary contained in this document have been prepared on a best efforts basis by Graham using sources it believes to be reliable although it does not 

guarantee the accuracy of the information on account of possible errors or omissions in the constituent data or calculations. No part of this document may be divulged to any other 

person, distributed, resold and/or reproduced without the prior written permission of Graham.

Disclosure
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